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Message Text 

UNCLASSIFIED 

PAGE 01 HONG K 04182 140719Z 
ACTION TRSE-00 

INFO OCT-01 EUR- 12 EA-09 ISO-OO AID-05 CIAE-00 COME-OO 
EB-08 FRB-01 INR-07 NSAE-00 USIA-15 XMB-04 
OPIC-06 SP-02 LAB-04 SIL-01 OMB-01 PA-02 PRS-01 
/079 W 

141004Z 065952/20 

R 14043 1Z APR 77 
FM AMCONSUL HONG KONG 
TO SECSTATE WASHDC 4496 
INFO AMEMBASSY BANGKOK 
AMEMBASSY JAKARTA 
AMEMBASSY LONDON 
AMEMBASSY KUALA LUMPUR 
AMEMBASSY SINGAPORE 
AMEMBASSY TAIPEI 

UNCLAS HONG KONG 4182 

PASS TREASURY AND FEDERAL RESERVE 

E.O. 11652: N/A 
TAGS: EFIN.HK 

SUBJECT: INTEREST RATE REDUCTIONS IN HONG KONG 

1 . LEADING HONG KONG BANKS AGAIN LOWERED THEIR DEPOSIT AND 
LENDING RATES ON APR 13. THE LATEST REDUCTION TAKES THE 
PRIME LENDING RATE DOWN BY 3/4 PER CENT TO 4 3/4 PER CENT. 

RATE ON 12-MONTH DEPOSIT REDUCED BY 1 PERCENT TO 3 PER CENT, 

AND 6-MONTH DEPOSIT REDUCED 3/4 PER CENT TO 2 1/4 PER CENT 
PASSBOOK SAVINGS RATE UNCHANGED AT 1 3/4 PER CENT. 

2. THESE REDUCTIONS CONTINUE DOWNWARD TREND WHICH HAS TAKEN 
PLACE BY STEPS FROM HIGHS OF JULY 1974, WHEN, E.G., 12-MONTH 
DEPOSIT RATE WAS 10 1/4 PERCENT. LAST PREVIOUS MOVE WAS ON 
JANUARY 8, 1977, WHEN, E.G., 12-MONTH DEPOSIT RATE WAS REDUCED 
FROM 5 TO 4 PERCENT. 

UNCLASSIFIED 

UNCLASSIFIED 

PAGE 02 HONG K 04182 140719Z 


3. NEWS REPORTS ATTRIBUTE THE REDUCTION TO RECENT INFLOWS 
OF HOT MONEY FROM THAILAND AND ELSEWHERE IN THE REGION. 
HOWEVER, BANKING SOURCES HERE DISCOUNT THIS AND SAY THAT THE 

DOWN TREND IS CONTINUING RESULT OF HIGH LIQUIDITY IN THE 
MARKET, WHICH HAS LED TO INTENSE COMPETITION AMONG BANKS FOR 
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LOANS. CONTRIBUTING FACTOR IS PROBABLY DESIRE ON PART OF 
FINANCIAL COMMUNITY AND AUTHORITIES HERE TO DAMPEN 
STRENGTH OF HONG KONG DOLLAR. THE EXCHANGE RATE IN FACT 
RESPONDED TO INTEREST RATE CHANGES, AS U S DOLLAR ROSE 
YESTERDAY FROM HKS4.618 TO HK$4.631. 
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